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Mr. John S. Nolan
Deputy Assistant Secretary
of the Treasury for
Tax Policy
U.S. Treasury Department
15th & Pennsylvania Ave., N.W.
Washington, D. C. 20220

Dear John:
In accordance with your request, the AICPA's
Division of Federal Taxation submits its comments on
the proposal to accelerate the payment of estate and
gift taxes.
In general, it is our view that the proposal is
untimely and, apart from the many technical problems
involved, should be put aside until a study can be
made of the effort involved in and the cost of
compliance with the proposal in relation to the
temporary revenue objective which prompts it. By
their very nature, estate and gift taxes do not lend
themselves readily to the type of acce
leration proposed.

GIFT TAX
General Comments. We are opposed to the proposal
that gift tax returns be filed and payment made on a
quarterly basis. Our reasons for this position are:

1.

The increased administrative and compli
ance burden to the government and the
taxpayer does not seem warranted by the
relatively small, one-time increase in
revenue that would result from the,
proposal.
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2.

Although it may be true that many tax
payers make their large gifts each year
in the same calendar quarter, this
will not necessarily avoid a great number
of additional returns. For example, if
an individual makes a large gift to each
of his three children in February and
makes small (under $3,000) gifts for
birthdays, anniversaries and the like in
one or more quarters thereafter, returns
would be required for each such quarter.

3.

The proposal would appear to be illtimed since major changes in estate and
gift taxes are contemplated in the near
future and the Treasury has indicated
that it may propose the adoption of a unified
transfer tax as one such change.
Consider
ation of accelerated filing and payment
requirements should await legislative
action in this area.

4.

The filing of quarterly returns will
present a substantial compliance problem.
Gifts of certain property such as real
estate, stock in closely-held corporations
and other property not susceptible to
ready valuation often require a substantial
amount of time and effort in the accumula
tion of documentation as to their value.
If gifts are made on or near the last day
of a quarter, this would cause a hardship
on taxpayers and tax practitioners.

5.

It has been our experience that many tax
payers do not understand the gift tax
provisions of the Internal Revenue Code
and are not able to prepare gift tax
returns.
A gift made without prior pro
fessional advice will often come to the
attention of the taxpayer's tax advisor
when information is being accumulated for
the income tax return. Thus, many taxpayers
would inadvertently fail to file timely
gift tax returns and be subject to delin
quency penalties.
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Specific Comments.
If the proposal is adopted,
we recommend that charitable gifts be excluded from
the quarterly filing requirement. This would eliminate
the filing of many returns which would be neutral in
their effect on the revenue.
Consideration should also be given to adopting a
quarterly exemption of $3,000 per donee solely for
purposes of determining whether a quarterly return
must be filed. An annual return would then be filed
to report taxable gifts made during the year which
were not reported due to this filing exemption. The
annual exclusion would remain at $3,000 for purposes
of determining tax liability. This would eliminate
the necessity of filing quarterly returns for numerous
small gifts during the year (particularly under the
circumstances described at paragraph 2 under "General
Comments"), probably without significant effect upon
the revenue objectives of the proposal.
Further, if it is deemed necessary to accelerate
gift tax revenues, it would be much simpler and more
expeditious to allow taxpayers to make payments on
an estimated basis. These amounts would then be
credited against gift taxes finally determined upon
an annual filing. A reasonable margin should be
provided, such as 80% of the annual tax to be paid in,
equivalent to that required on income tax prepayments.

ESTATE TAX
General Comments. We also oppose the proposal
that an estimated estate tax be paid within seven
months after death. Although this change would result
in a much greater one-time increase in revenue than
the gift tax proposal, this is not, in our opinion,
sufficient justification for the many problems which
would result.

1.

Estate administration is a difficult and
complex fiduciary undertaking.
Because
the proposal will further complicate this
duty, the payment of estate taxes is an
unsuitable candidate for acceleration.
This proposal will unduly rush the diffi
cult process of estate administration and
interpose yet another set of complex
computations, all in the name of a tempoary improvement in the revenues.
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2.

The proposal will, despite the seven-month
feature, still require either the taking
of short-term gains or the forced liqui
dation of assets within the seventh month.
It will reduce the possibility for carrying
out an orderly plan for the disposition of
assets to provide funds for tax payments
and the distribution of bequests and
legacies. The forced sale requirement may
also prevent the executor from carrying
out the decedent’s testamentary plan in an
orderly manner--for example, where closelyheld stock and other assets are to be
divided among heirs in a prescribed manner.

3.

The proposal introduces an unwarranted dis
crimination between the treatment of liquid
and nonliquid estates. A nonliquid estate
is not necessarily an estate whose assets
are not income producing. On the contrary,
the nonliquid estate, within the present
definition, might enjoy a greater return
on its assets. In short, the proposal
imposes a penalty on the liquid estate merely
because it can more readily convert certain
of its assets into cash. The nonliquid
estate enjoys the economic "use of its funds"
also, and this criteria cannot logically
form a basis for differing tax treatment.

4.

The quick refund procedure will not
ameliorate the possible economic loss result
ing from an unnecessary liquidation of assets,
perhaps in an unfavorable market, in order
to meet the estimated tax payment.
In many
cases the 80% compliance test, even with an
extension period, will force the executor
to overpay in order to avoid penalties.
There is no "last year's income" option for
an estate tax as there is for income tax
estimates. The 80% test allows the executor
too little flexibility in the complicated
job of administering an estate.
For example,
there is a great deal of complexity attached
to the situation where a surviving spouse
is considering an election not to take under
a will.
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The inclusion in the definition of "bene
ficiary” of "recipients of insurance pro
ceeds, surviving Joint tenants, etc.”
could and undoubtedly would have the effect
of accelerating the disposition of non
liquid assets.
In most cases, the recip
ients of these funds are not responsible
for the payment of estate taxes. Rather,
these are generally payable out of the
residuary estate by the executor. To
include in liquid assets amounts which are
not available to the executor would impose
undue hardship upon many estates.

Specific Comments. For the above reasons, we do
not believe any change in due dates for payment of
estate tax should be made at the present time.
If
budgetary requirements are such that it is essential to
accelerate the payment of estate tax we recommend the
adoption of a system similar to that under the New
York Estate Tax law. Under that law interest is
charged from date of death on the amount of estate
tax not paid within six months of death. Experience
has shown that the vast majority of executors prepay
such tax.
The advantage of such a statute would lie in the fact
that the executor would be given the opportunity of
using business Judgment in determining whether or not to
prepay the estate tax and would not be tied to compli
cated formula rules which could subject the estate to
a penalty and for which the executor could be surcharged.
Our specific comments on the proposal are:

1.

In order to fully understand the proposal,
substantial clarification of certain aspects
is required.
For example, do "insurance
proceeds" include amounts receivable under
an installment or annuity option? Does the
term "administrative expense and claims
against the estate which are reasonably
expected to mature within 15 months” include
executors' and attorneys’ fees which may
not be paid until after that period?
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2.

The proposed widow and family allowance
will be grossly inadequate in many
situations. It should be expanded to
include any person dependent upon the
decedent at the time of his death and
should be in such amount as approved by
a court of competent jurisdiction.

3.

In order to avoid compliance problems
which would be faced by relatively small
estates there should be an estimated tax
exemption of $50,000 (similar to the
exemption accorded corporations against
their estimated income tax payments) rather
than a test based on valuation of the gross
estate. This would also eliminate problems
of comparability caused by the $150,000
valuation test--for example, as between
estates in community property and other
states.

4.

If the proposal is adopted, it should
provide that no more than one-half of the
liquid estate assets need be used for
estimated tax payments. Although this
would not eliminate the basic objections
to the proposal, it would make it fairer
and more workable, particularly where the
marital deduction will be utilized.

5.

The provision that any person in actual or
constructive possession of the decedent’s
property be deemed to be an executor where
none in fact exists seems impracticable
and could lead to the imposition of unfair
penalties against uninformed persons.

We appreciate the opportunity of submitting our
views on this proposal. If you wish to discuss the
above comments or any other aspect of the proposal,
we would be pleased to meet with you.
Sincerely,

William T. Barnes
WTB:cac

